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THE   PUBLIC    DEBT, 

THE  CURRENCY,  SPECIE  PAYMENTS, 

AND 

NATIONAL    BANKl^. 

m*im  

The  following  remarks  appeared  a  few  weeks  since  in  a  series  of 
articles  in  the  National  Intelligencer,  and  are  now  published  in  this 
form  for  more  ready  reference  : 

The  Amount  of  the  Debt. 

The  very  able  and  interesting  annual  report  of  the  Secretary  of  the 
Treasury  gives  us,  as  a  whole,  a  satisfactory  exhibit  of  our  national 
finances,  present  and  prospective;  but  still  there  are  some  points  in 
the  report  which  we  propose  to  notice  as  not  being  altogether  ortho- 
dox. The  subject  is  one  of  sueh  great  national  importance  that  the 
freest  discussion  should  not  only  be  allowed,  but  also  encouraged  ;  for 
if  in  such  discussion  unsound  views  should  even  be  advanced,  they 
can  be  controverted  by  those  who  think  differently,  and  by  a  free  in- 
terchange of  opinions  true  results  and  sound  views  will  more  probably 
be  elicited. 

Before,  however,  proceeding  to  the  general  discussion,  let  us  make 
some  corrections  or  explanations  as  regards  the  amount  of  the  debt 
and  the  annual  interest. 
The  report  gives  the  amount  of  the  debt  on  31st 

October,  1866 $2,681,751,081  82 

Less  cash  in  Treasury...* 130,326,960  62 

Debt  October  31,  1866 $2,551,424,121  20 

The  interest  that  was  paid  for  the  last  fiscal  year 

was $133,067,741  69 

The  compound  interest  notes  that  figure  in  the  debt  in  round  num- 
bers for  $148,000,000  were  issued  at  various  periods,  payble  three 
years  after  issue,  the  whole  interest  only  payable  at  the  ma- 
turity of  the  notes,  and  compounding  every  six  months,  making  an 


aggregate  of  interest  of  about  nineteen  per  cent,  for  the  three  years. 
The  great  bulk  of  these  outstanding  notes  mature  in  1867,  and  there 
is  not  less,  on  an  average,  than  two  years'  interest  that  has  already 
accumulated  upon  them,  making  on  the  $148,000,000  about  $18,000,- 
000,  which  has  already  become  capital,  and  is  bearing  interest.  But 
only  the  face  of  the  notes  is  included  in  the  statement  of  the  debt ; 
thus  $18,000,000  of  what  was  interest,  but  which  is  now  capital,  is, 
therefore,  a  legitimate  addition  to,  and  forms  a  portion  of  the  debt. 

Again  :  the  cash  in  the  Treasury  on  October  81,  1866,  is  deducted 
from  the  amount  of  the  debt ;  but  on  that  very  day  $v^4,000,000  of 
interest  became  due,  payable,  and  was  paid  the  following  day,  the  1st 
of  November.  This  sum  was  an  active  mortgage  on  the  cash  on 
hand,  payable  and  paid  on  demand,  and  can  hardly  be  considered  as  a 
legitimate  deduction  from  the  debt,  as  it  was  in  no  way  available  for 
that  purpose,  and  virtually  had  already  passed  from  the  control  of  the 
Treasury.  This  $24,000,000  and  the  $18,000,000  of  interest  on  the 
compound  notes,  which  had  become  capital,  makes  the  sum  of  $42,- 
000,000,  which  is  a  legitimate  addition  to  the  amount  of  the  debt,  and 
swells  it  up  to  $2,593,000,000,  after  deducting  all  the  available  cash  in 
the  Treasury,  and  that,  too,  without  taking  into  view  the  interest  on 
the  other  portion  of  the  debt  which  had  accrued  at  that  date,  but 
which  was  not  yet  due  or  payable,  and  which  would  be  about  $20,000,- 
000  more,  estimating  the  accrued  interest  at  an  average  of  three 
months. 

The  interest  of  $133,000,000  paid  during  the  last  fiscal  year  did  not 
include  the  interest  on  the  compound  interest  notes,  which,  including 
the  $18,000,000  of  interest  that  had  become  capital,  and  which  bears 
interest,  will  be  about  $10,000,000  more,  making  the  whole  annual  in- 
terest on  the  debt  about  $143,000,000. 

We  therefore  start  the  discussion  on  the  basis  that  the  actual  amount 
of  the  debt  on  October  31,  1866,  was  $2,593,000,000,  of  which  $2,- 
233,867,281  80  bears  interest,  including  the  $.8,000,000  on  com- 
pound notes,  and  the  annual  interest  on  it  is  $143,000,000. 

This  is  a  very  formidable,  and,  indeed,  startling,  amount  of  in- 
debtedness to  look  in  the  face  ;  but  it  has  to  be  done,  and  that,  too, 
without  faltering  or  shrinking  in  our  determination  to  meet  and 
shoulder  our  responsibilities  in  a  straightforward  and  honorable  man- 
ner. 

In  view  of  this  gigantic  debt,  which,  in  paying  the  interest  and  re- 
ducing the  principal,  cannot  but  press  heavily  upon  the  resources  and 
industry  of  the  country  for  many  years  to  come,  the  suggestion  of  the 


Secretary  is  both  wise  and  timely,  that,  in  order  to  pay  the  interest 
and  reduce  the  principal,  "  there  must  be  no  additional  donations  to 
railroads,  no  payments  but  in  fulfilment  of  contracts,  and  no  unneces- 
sary expenditure  of  money  for  auy  purpose  whatever." 

Our  finances  and  our  whole  system  of  revenue  are  still  in  a  very 
crude  and  unsettled  condition.  Let  us,  at  any  rate,  first  settle  and 
balance  our  national  ledger,  get  our  finances  well  in  hand  and  proper- 
ly arranged  on  a  permanent  and  economical  basis,  before  we  venture 
gratuitous  bounties,  for  which  we  are  neither  legally  nor  morally 
bound,  and,  above  all,  before  we  are  guilty  of  the  absurd  folly  of  en- 
dorsing Mexican  bonds  for  the  use  of  a  nation  or  its  corrupt  rulers, 
that  have  neither  good  faith,  honesty  or  honor,  as  connected  with  their 
finances. 

If  we  want  to  sustain  our  credit  at  home  and  abroad,  we  must  ab- 
stain from  all  such  unnecessary  and  wasteful  appropriations,  and,  by  a 
judicious  and  economical  system  of  finance,  we  can  place  our  credit 
on  the  highest  footing,  and  no  longer  be  subjected  to  the  humiliation 
of  seeing  our  six  per  cent,  gold  bonds  selling  in  Europe  at  72,  while 
the  British  three  per  cents,  are  at  90. 

The  Reduction  of  the  Debt. 

It  is  a  financial  heresy  that  the  generation  which  created  the  debt 
ought  to  pay  it.  The  very  reverse  is  the  true  policy,  and  the  present 
generation  ought  not  to  pay  it,  but  the  generation,  or  even  the  genera- 
tions, that  come  after  us  are  the  proper  parties  to  pay  it. 

The  present  generation  has  already  borne,  and  is  destined  to  bear, 
more  than  its  due  share  of  the  burthens  and  losses  of  the  war. 

It  has,  in  the  first  place,  raised  and  provided  the  whole  capital  of 
this  immense  debt,  and  they  have  thus  far  paid,  and  must  continue  to 
pay,  the  heavy  interest  on  it  of  $148,000,000  annually.  These  two 
items  of  themselves  ought,  in  strict  justice,  to  exonerate  them  from  any 
contribution  towards  reducing  the  capital  of  the  debt.  But,  in  addition 
to  the  general  debt  of  the  Nation,  the  present  generation  have  incurred 
by  the  war  a  heavy  local,  State,  city,  county,  and  even  township  debt, 
the  interest  of  which  they  have  to  provide  for  as  well  as  to  redeem 
the  principal.  The  payment-  of  this  interest,  and  the  reduction  of  the 
principal  lies,  and  will  continue  to  lie,  very  heavily  upon  the  various 
industrial  interests  of  these  States  and  their  local  communities. 

The  same  States  have  also  suffered  heavily  by  the  war  in  their  ton- 
nage,  in  their  commerce,  in  the  heavy  loss  of  their  Southern  debts  by 
confiscation  and  bankruptcy,  and  in  various  other  ways.    The  whole 
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aggregate  of  their  losses  and  burthen  has  been  heavier,  much  heavier, 
than  those  that  come  after  us  will  have  to  bear. 

There  is  another  heavy  burthen  which  the  present  generation  will 
have  to  bear,  and  that  is  the  pensions,  the  estimates  for  which,  for  the 
next  fiscal  year,  are  $33,000,000,  which  amount  will  diminish  little  or 
nothing  for  the  next  ten  years,  and,  indeed,  will  probably  rather  in- 
crease from  the  numerous  new  applications.  At  any  rate,  the  present 
generation  will,  in  the  next  ten  years,  have  to  pay  not  less  than  three 
hundred  millions  of  dollars  for  this  item  alone.  After  ten  years  the 
amount  will  annually  decrease  by  deaths,  and  this  part  of  the  burthen 
will  therefore  fall  more  heavily  on  the  existing  community  than  on 
their  successors,  who  could  so  much  more  readily  meet  it. 

During  the  same  ten  years  the  present  generation  will  have  paid  the 
enormous  sum  of  $1,430,000,000  for  interest  on  the  debt,  making,  with 
the  pensions,  more  than  $1,700,000,000,  and  on  the  top  of  this  some  hun- 
dreds of  millions  for  arrears  and  unsettled  claims  that  must  be  paid, 
making  an  aggregate  of  more  than  $2,000,000,000  exclusive  of  any 
reduction  of  the  debt  during  that  period. 

The  debt  and  interest,  even  if  no  reduction  is  made  of  either,  becomes 
lighter  and  lighter  every  year,  owing  to  the  rapid  increase  of  popula- 
tion, wealth,  and  resources.  At  present  the  capital  of  our  debt  is  about 
seventy-five  dollars  for  every  individual  in  the  Nation,  and  the  annual 
interest  about  four  dollars  per  capita.  In  ten  years  the  proportion  of 
this  debt  will  be  only  about  fifty  dollars,  and  the  annual  interest  less 
than  three  dollars  for  each  individual.  In  twenty  years  the  share  of 
the  debt  for  each  individual  will  be  only  about  forty  dollars,  and  of  the 
interest  little  more  than  two  dollars. 

In  twenty  years,  then,  the  pressure  of  the  debt  and  interest  will  only 
bear  with  half  their  present  weight  upon  the  people,  and  on  their  com- 
merce, agriculture,  manufactures,  and  other  industrial  interests. 

There  is  another  and  a  very  weighty  consideration  why  a  rapid  re- 
duction of  the  debt  should  not  nowhe  attempted.  The  South,  of  course, 
must  bear  its  proportion  of  the  debt,  and  in  its  present  depressed  and 
impoverished  condition  are  totally  unable  to  contribute  what  would 
otherwise  be  their  proportion.  This  would  make  it  the  more  burthen- 
some  on  the  rest  of  the  Union.  Let  it  be*  recollected  that  all  our  taxes 
are  indirect,  except  the  income  tax,  and  that  each  person  contributes 
towards,  the  revenue  according  to  their  willingness  or  ability  to  con- 
sume taxable  articles,  and  the  South,  therefore,  do  not  contribute,  ac- 
cording to  members,  their  due  proportion,  from  sheer  poverty  and  con- 
sequent inability  to  consume  such  articles  except  in  limited  quantities. 


In  a  few  years  these  States  will  recuperate  from  their  present  de- 
pressed condition,  and  they  thus,  from  increased  wealth,  will  be  enabled 
to  extend  their  consumption  of  taxable  articles,  foreign  and  domestic, 
and  they  will,  to  an  equal  extent,  contribute  more  largely  to  the 
National  revenue.  • 

Under  all  these  facts,  then,  it  would  be  neither  just,  generous,  nor 
politic  to  saddle  tbe  present  generation  with  an  undue  portion  of  the 
burthen  for  a  rapid  reduction  of  the  debt. 

Our  present  system  of  taxation,  and  our  immense  revenue  is  pressing 
very  heavily  and  very  disadvantageously  upon  the  energy,  enterprise, 
and  prosperity  of  the  country,  and  to  continue  to  collect  such  an  un- 
necessarily large  amount  of  revenue  beyond  the  current  expenses  of 
the  Government,  including  the  interest  on  the  debt,  is  only  killing  the 
goose  that  lays  the  golden  eggs. 

A  very  large  amount  of  taxes7  both  from  internal  revenue  and  cus- 
toms can  be,  and  ought  to  be  repealed  or  reduced.  In  the  best  interest 
of  the  country,  present  and  prospective,  such  a  reduction  ought  to  be 
made.  It  would  not  only  relieve  the  present  generation,  but  would 
enable  those  who  come  after  us  the  more  readily  to  meet  their  due  share 
of  the  burthen  to  extinguish  the  public  debt. 

The  large  reduction  of  the  debt  during  the  past  year  should  not  be 
considered  as  a  subject  for  congratulation  ;  on  the  contrary,  it  was  an 
act  of  injustice,  if  not  of  oppression,  on  the  people,  that  such  a  large 
amount  should  have  been  assessed  upon  them  for  such  an  object,  from 
which  they  ought  to  have  been  exempted.  The  Secretary,  with  the 
money  in  hand,  of  course,  had  no  alternative  but  to  employ  his  surplus 
cash  in  in  that  mode ;  but  it  will  become  the  duty  of  Congress,  by  a 
repeal  or  reduction  of  taxes  and  customs,  to  see  that  such  an  unneces- 
sary drain  on  the  pockets  of  the  people  should  not  be  continued. 

Although  we  have  said  that,  in  strict  justice,  the  present  genera- 
tion should  be  exonerated  from  redeeming  any  portion  of  the  capital 
of  the  debt,  we,  will  not  ask  for  them  an  entire  exemption  from  begin- 
ning the  work  of  redemption  to  a  reasonable  extent. 

Two  plans  present  themselves  for  this  purpose  :  The  one  is  a  perma- 
nent annual  appropriation  for  a  specific  and  unvarying  amount  as  a 
sinking  fund,  out  of  which  the  interest  should  be  first  paid  and  the 
surplus  applied  to  the  principal.  On  this  plan,  the  amount  required  for 
the  interest  would  be  annually  decreased  to  the  extent  of  the  interest 
saved  on  the  debt  redeemed,  and  the  amount  applicable  to  the  redemp- 
tion of  the  principal  be  increased  to  the  same  amount-— the  one  in- 
creasing and  the  other  decreasing  in  a  compound  ratio. 


The  other  plan  would  be  the  appropriation  of  a  'specific  reasonable 
amount  for  the  redemption  of  the  debt,  and  a  separate  appropriation 
for  the  interest  to  the  actual  amount  required  annually.  On  this  plan, 
the  amount  required  for  the  debt  would  always  be  the  same,  and  the 
amount  for  the  interest  annually  reduced  by  the  extent  of  the  interest 
saved  on  the  redeemed  portion  of  the  debt. 

Let  us  suppose,  in  the  first  place,  that  Congress  fixed  the  sinking 
fund  at  $170,000,000.  In  the  first  year  the  interest  would  require 
$143,000,000,  leaving  $27,000,000  towards  the  reduction  of  the  debt ; 
the  next  year  the  interest  on  this  twenty-seyen  millions  would  be 
saved,  amounting  in  round  numbers  to  $1,600,000,  and  the  interest 
would  thus  require  but  $141,400,000,  leaving  $28,600,000  for  the 
principal.  The  following  tables  will  show  the  continuous  operation  of 
such  a  sinking  fund. 

The  first  column  shows  the  amount  that  would  be  annually  required 
for  the  interest,  and  the  second  column  the  amount  that  would  be 
applicable  to  the  redemption  of  the  principal — all  in  round  numbers, 
rejecting  fractions : 

Interest.  Debt. 

1867 $143,000,000  $27,000,000 

1868 141,380,000  28,620,000 

1869 139,660,000  30,340,000 

1870 137,840,000          ,  32,160,000 

1871 135,910,000  34,090,000 

1872 133,870,000  36,130,000 

1873 131,700,000  38,300,000 

1874 129,330,000  40,600,000 

1875 126,970,000  43,030,000 

1876 124,390,000  45,600,000 

Making $355,950,000 

redeemed  debt  in  the  first  deeade. 


SECOND   DECADE. 

Interest.  Debt. 

1877 $121,660,000        *  $48,340,000 

1878 118,760,000  51,240,000 

1879 105,690,000  54,310,000 

1880 112,430,000  57,570,000 

1881 ..' 108,980,000  61,020,000 

1882 105,320,000  64,680,000 

1883 101,440,000  68,560,000 

1884 97,330,000  72,670,000 

1885 92,970,000  77,030,000 

1886 88,350,000  81,650,000 

Making >., $637,070,000 

redeemed  in  the  second  decade,  or  at  the  end  of  twenty  years . 
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THIRD   DECADE. 

Interest.  Debt. 

1887 $83,450,000  $86,550,000 

1888 78,260,000  91,740,000 

1889 72,760,000  97,240,000 

1890 66,930,000  103,070,000 

1891 60,750,000  109,250,000 

1892 54,200,000  115,800,000 

1893 47,250,000  122,750,000 

1894  39,890,000  130,110,000 

1895 , 32,090,000  137,910,000 

1896 23,900,000  146,100,000 

$1,140,520,000 

RECAPITULATION. 

Redeemed  in  first  decade $355,950,000 

Redeemed  in  second  decade 637,070,000 

Redeemed  in  third  decade 1,140,520,000 

Total  in  thirty  years $2,133,540,000 

Whole  amount  of  debt  bearing  interest..... $2,233,967,000 

Leaving  only $100,427,000 

unredeemed.-  which  the  sinking  fund  would  more  than  accomplish  in  one  year. 

In  the  second  plan,  let  us  suppose  that,  besides  paying  the  interest, 
the  specific  sum  of  $25,000,000  is  annually  appropriated  towards  the 
the  principal. 

In  the  first  decade  this  would  redeem  of  the  debt $250,000,000 

Instead  of 355,950,000 

by  the  first  plan. 

In  the  second  decade 250,000,000 

Instead  of 637,070,000 

In  the  third  decade 250,000.000 

Instead  of 1,140,520,000 

In  thirty  years  the  first  plan  would  redeem 2,133,540,000 

And  the  second  plan 750,000,000 

The  latter  would  be  too  slow  an  operation  for  the  last  twenty  of  the 
thirty  years,  when,  from  increased  population  and  wealth,  a  more 
rapid  reduction  could  be  made,  without  pressure  on  or  injury  to  the 
resources  and  the  great  interests  of  the  nation  ;  and  the  first  plan 
would,  on  the  contrary,  be  rather  too  rapid,  and  especially  for  the  first 
ten  years  of  the  thirty. 

Another  objection  to  the  first  plan  would  be,  that  though  the  "debt 
would  every  year  be  more  and  more  rapidly  reduced,  yet,  by  the 
annual  application  of  the  same  uniform  sum  of  $170,000,000  for  prin- 
cipal and  interest,  the  present  generation  would  pay  the  same  towards 
the  reduction  of  the  debt  as  those  that  are  coming  after  us,  which  is 
the  very  thing  it  is  desirable  to  avoid,  leaving  the  present  generation, 
as  they  must,  to  bear  the  full  weight  of  the  interest,  but  a  less  portion 
towards  the  reduction  of  the  principal  than  those  who  come  after 
them. 


10 

This  can  be  accomplished  by  the  second  plan  of  a  specific  appro- 
priation of  $20,000,000  or  $25,000,000  annually  for  the. redemption 
of  the  debt  for  the  first  ten  years,  then  to  increase  it,  say  to  from 
$35,000,000  to  $40,000,000  in  the  next  ten  years,  and  another  increase 
for  the  next  ten  years  ;  that  will  produce  the  same  result  as  if  we  now 
commenced  with  a  general  sinking  fund  for  principal  and  interest  that 
will  extinguish  the  debt  in  about  thirty  years  ;  or  we  might  commence 
with  a  general  sinking  fund  of,  say  $160,000,000  for  ten  years,  then 
increase  it  to  $170,000,000,  and  at  the  end  of  twenty  years  make  it 
$180,000,000,  or  more,  but  let  the  end  in  view  be  the  extinguishment 
of  the  debt  in  not  less  than  thirty  nor  more  than  thirty-five  years. 

Our  revolutionary  debt — $80,000,000 — was  not  paid  off  for  more  than 
forty  years.  The  debt  of  the  war  of  1812  of  $150,000,000  was  not 
finally  extinguished  until  1836 — twenty-one  years  after  the  war  was 
closed.  If,  then,  it  required  these  periods  to  pay  off  such  compara- 
tively small  amounts,  surely  less  than  thirty  years  ought  not  to  be 
asked  to  liquidate  such  an  enormous  debt  as  we  now  have,  and  any 
policy  that  looks  to  an  earlier  extinguishment  of  it  could  not  be  but 
highly  injurious.  As  it  will  be  seen  that,  including  the  interest,  it 
will  require  the  enormous  sum  of  more  than  $5,000,000,000  to  accom- 
plish it.  The  payment  of  it,  in  fact,  ought  to  spread  over  a  longer 
period,  and  probably,  in  point  of  fact,  will  be,  for  it  is  only  by  a  wise 
and  economical  system,  and  a  continuance  of  peace  at  home  and  abroad, 
with  consequent  prosperity  during  the  whole  period,  that  we  can 
accomplish  it  in  the  short  time  of  thirty  or  thirty-five  years.  But  let 
us  start  on  that  basis,  and  try  to  work  up  to  it  for  the  final  result. 

The  Reduction  of  the  Interest. 

A  most  important  point  that  should  be  constantly  kept  in  view  as 
regards  the  debt,  is  a  reduction  in  the  rate  of  interest,  which  should 
be  accomplished  as  rapidly  and  as  promptly  as  possible.  This,  of 
course,  must  be  done  without  any  violation  of  the  public  faith  pledged 
to  the  present  holders  of  the  debt,  as  any  forced  reduction  of  the  in- 
terest would  be  practical  and  disgraceful  repudiation,  as  much  so  as 
if  applied  to  the  principal  of  the  debt. 

During  the  long  European  war,  though  Great  Britain  made  the  great 
bulk  of  her  loans  in  a  three  per  cent,  stock  at  reduced  rates,  (some 
of  the  loans  having  been  negotiated  below  50,)  yet  still  there  was  a 
large  amount  in  3J,  4,  4J,  and  5  per  cent,  stock.  Some  time  after  the 
peace  of  1815,  these  latter  stocks  rose  above  par  and  the  three  per 
cents,  to  about  ninety.     The  Government  then  proposed  to  receive  all 
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the  stocks  bearing  a  higher  rate  of  interest  than  three  per  cent,  at  par, 
and  give  the  holders  in  exchange  the  three  per  cents,  at  the  then  cur- 
rent market  price  ;  and  to  the  extent  that  this  proposition  was  not 
accepted,  they  would  make  a  new  loan  in  three  per  cents.,  and  pay  off 
at  par  and  in  cash  those  stocks  bearing  a  higher  rate.  Some  of  the 
holders  required  the  cash,  but  the  great  bulk  of  them  accepted  the 
exchange,  and  the  whole  debt  of  the  nation  was  brought  into  three 
per  cents.  By  this  operation  an  annual  saving  of  five  to  six  millions 
of  pounds  sterling  was  made  on  the  interest.  It  was  this  operation 
that  has  created  the  impression  with  many  that  Great  Britain  made  a 
forced  reduction  on  her  interest;  but  it  was  not  so,  for  the  transaction 
was  perfectly  legitimate  and  involved  no  violation  of  faith  to  the 
public  creditor. 

This  is  precisely  what  we  ought  to  and  must  do,  that  is  to  say,  as 
fast  as  our  sixes  or  other  stocks  become  redeemable  we  should  create 
new  loans  at  five  per  cent,  and  pay  them  off,  unless  the  holders  will 
agree  to  accept  the  fives  in  exchange  on  fair  and  equitable  terms. 
We  can  make  such  loans  now  as  our  ten  forties,  which  are  at  five  per 
cent.,  and  are  at  par,  and  the  sooner,  therefore,  that  we  commence'  on 
this  plan  the  better. 

It  may  be  said  that  none  of  the  five-twenties  are  yet  redeemable, 
and  the  seven-thirties  are  convertible  at  the  option  of  the  holders  into 
five-twenties,  and  that,  besides,  the  principal  has  been  adopted,  that  in 
paying  off  the  six  per  cents,  it  must  be  done  in  coin,  and,  of  course, 
we  could  not  afford  to  make  a  new  loan,  with  five  per  cent,  interest  in 
gold,  receiving  paper  for  said  loan,  and  pay  off  the  sixes  in  coin.  All 
this  is  true,  but  the  seven  thirties,  which  bear^a  currency  interest,  can 
be  bought  up  in  the  market  at  a  small  premium,  offering  even  at  the 
present  premium  on  gold  a  gain  in  the  exchange  for  five  per  cent, 
specie  interest,  and  thus  preventing  their  conversion  at  maturity  into 
a  six  per  cent,  specie  stock  to  the  extent  of  such  purchases.  Besides 
which,  there  are  one  hundred  and  forty-eight  millions  of  compound- 
interest  notes  that  mature,  the  most  of  them  in  six  or  eight  months, 
and  all  of  which  are  redeemable  in  paper,  and  the  large  bulk  of  them 
could,  no  doubt,  now  be  obtained  for  their  face  and  interest,  even  pre- 
vious to  their  maturity.  If  it  is  said  there  is  no  advantage  in  exchang- 
ing these  notes  bearing  six  per  cent,  in  paper  for  bonds  bearing  five 
per  cent,  in  coin,  we  reply,  the  great  object  is  to  get  everything  as  far 
as  possible  into  five  per  cents.,  and  when  specie  payments  are  resumed, 
which  ought  to  be  and  can  be  at  a  very  early  day,  we  shall  then  realize 
the  full  benefit  of  the  change.     Besides,  how  are  we  going  to  pay  off 
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this  one  hundred  and  fifty  millions  of  compound  notes  as  they  mature 
except  by  a  new  loan  in  some  shape  ?  The  compound  notes,  as  they 
mature,  if  not  taken  in  sooner  at  par  and  interest,  and  the  seven-thir- 
ties by  purchase  in  the  market,  will  furnish  as  large  an  amount  as  can 
be  converted  during  the  current  year. 

Congress,  however,  might  authorize  the  Secretary  of  the  Treasury 
to  issue  the  needful  amount  of  five  per  cents.,  making  them  irredeem- 
able until  after  twenty  years,  which  would  facilitate  the  negotiation, 
and  to  invite  proposals  to  take  them  at  par  in  exchange  for  five-twen- 
ties and  seven-thirties,  at  such  premiums  as  holders  of  them  might  ask 
and  the  Secretary  was  willing  to  allow — the  lowest  premiums  to  have 
the  preference — and  also  to  accept  in  payment  compound-interest  notes 
at  par  and  interest,  or  cash ;  for  the  two  latter  no  bids  to  be  received 
for  less  than  par  for  the  five  per  cents.,  the  preference  to  be  given  to 
those  who  offer  the  highest  premium  for  the  fives. 

The  five  per  cents,  issued  for  the  Texas  indemnity  at  one  time  bore 
a  premium  of  fifteen  per  cent.,  and  under  a  proper  system  of  revenue 
and  finance  there  is  no  reason  why  the  fives  should  not  again  bear  a 
considerable  premium.  The  loan  for  the  purchase  of  Florida  was 
negotiated  for  par  at  4J  per  cent.,  and  the  three  per  cents,  that  formed 
a  portion  of  the  revolutionary  debt  for  many  years  were  above  ninety. 

From  the  official  returns  it  appears  that  the  National  Banks  hold 
eighty- two  millions  of  the  compound  notes  as  part  of  the  reserve  fund. 
As  an  inducement  for  these  banks  to  invest  these  compound  notes  in 
the  new  five  per  cents.,  let  Congress  authorize  them  to  hold  these.five 
per  cents.,  so  far  as  they  may  thus  be  purchased  with  the  compound 
notes,  as  part  of  their  reserve  fund  for  a  limited  period,  say  not  ex- 
ceeding two  years.  In  case  of  a  pressure  upon  any  of  these  banks  these 
five  per  cents,  would  always  be  available  in  the  market  to  supply  them 
with  current  funds  ;  or,  if  Congress  will  allow  the  National  Banks  to 
hold  them  as  there  reserve  fund,  these  Banks  would,  no  doubt,  be 
willing  to  exchange  their  present  compound  notes  for  a  new  issue 
at  a  less  rate  of  interest,  say  four  per  cent.,  or  even  less  ;  for  this 
would  be  more  advantageous  to  these  institutions  than  holding  legal 
tenders  bearing  no  interest  at  all,  as  they  must  do  so  soon  as  the  pres- 
ent compound  notes  mature. 

Without  some  provisions  of  this  kind,  it  would  not  be  desirable,  but, 
on  the  contrary,  very  injurious  to  the  general  business  of  the  country, 
for  the  banks  to  thus  invest,  or  to  otherwise  part  with  their  compound 
notes,  for  the  moment  they  did  so  they  must  supply  their  place  with 
greenbacks,  which  they  would  hold  up,  and  thus  make  a  sudden  and 
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violent  contraction  in  the  currency,  to  the  extent  of  the  eighty-two 
millions  of  compound  notes  which  they  now  hold. 

Without  some  such  inducement,  the  National  Banks,  of  course,  will 
not  part  with  their  compound  notes,  bearing  six  per  cent,  interest,  to 
substitute  greenbacks  that  bear  no  interest,  and  any  action  of  Congress 
that  would  compel  them  to  do  so  would  be  not  only  injudicious  and 
injurious,  but  highly  unjust  and  oppressive  on  the  banks,  if  not  a  vio- 
lation of  faith,  seeing  that  they  procured  these  notes  under  express 
authority  of  law,  and  certainly  ought  to  be  permitted  to  retain  them 
at  least  till  they  mature.  It  cannot  be  sail  these  notes  are  not  as  fully 
available  for  all  the  purposes  of  a  reserve  fund  as  greenbacks,  for  they 
are  only  estimated  on  their  face,  when  in  point  of  fact  they  are  worth 
one  hundred  and  twelve  per  cent.,  as  two  years'  interest  has  accumu- 
lated on  them.  No  matter  how  the  banks  may  part  with  these  com- 
pound notes,  they  never  again  will  circulate  as  currency,  and  their 
place  in  the  banks  can  only  be  supplied  by  greenbacks  to  be  hoarded 
as  reserve,  and,  of  course,  contracting  the  general  currency  to  that 
amount,  the  same  as  if  the  same  amount  of  greenbacks  were  actually 
cancelled. 

There  is  at  present  no  redundancy  of  currency,  and  no  need  of  any 
further  contraction  of  it  either  with  a  view  to  the  resumption  of  specie 
payments  or  otherwise.  The  question  may  well  be  mooted  if  the  cur- 
rency has  not  already  been  too  much  contracted.  At  any  rate,  any 
measure  that  would  force  the  National  Banks  to  part  with  over  eighty- 
two  millions  of  compound  notes,  which  they  now  hold  as  a  part  of 
their  reserve  fund,  and  to  substitute  an  equal  amount  of  legal-t&nders, 
making  such  a  sudden  and  violent  contraction  to  that  amount,  would 
be  highly  impolitic. 

If  the  banks  were  allowed  to  convert  them  into  new  five  per  cents., 
and  hold  the  stock  as  part  of  the  reserve,  no  injury  by  a  pressure  on 
the  community  would  follow,  and  the  Treasury  at  the  same  time  would 
make  a  desirable  financial  operation. 

It  might  be  provided  that  no  bank  should  hold  these  new  fives  to 
a  greater  extent  than  one-half  of  their  respective  reserve  fund,  and 
none  should  hold  any  portion  of  their  reserve  fund  in  this  stock  un» 
less  purchased  from  the  Treasury  with  compound  notes. 

The  Currency. 

We  contend  that  there  is  at  present  no  redundancy  of  currency  ;  that 
neither  in  reference  to  a  return  to  specie  payments  nor  to  the  business 
of  the  country  is  any  further  contraction  required,  and  that  a  contrac- 
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tion  of  the  National  Bank  currency,  and  a  corresponding  increase  of 
Treasury  circulation  would  be  unwise  arid  injudicious,  and  would  rather 
retard  than  otherwise  a  resumption  of  specie  payments. 

There  is  no  evidence  of  a  redundancy  of  currency  at  present,  and  the 
premium  on  gold  and  its  recent  rise  is  no  proof  of  it.  Gold  declined 
from  290  to  125  in  the  face  of  a  larger  circulation  than  exists  at  present. 

The  compound-interest  notes  in  September,  1865,  amounted  to 
$217,000,000,  and  then  formed  a  part  of  the  regular  daily  circulation 
of  the  country,  and  at  the  same  time  there  were  $454,000,000  of  legal 
tenders  and  fractional  currency  afloat,  making  a  total  Treasury  circula- 
tion of  $671,000,000,  independent  of  National  Bank  circulation.  Gold 
was  then  at  187,  and  continued  to  decline,  in  face  of  that  large  amount 
of  paper.  It  was  after  this  period  that  the  continued  accumulation  of 
interest  on  these  compound  notes  made  them  an  object  for  investment, 
and  now  the  whole  of  them  have  disappeared,  and  will  never  again  ap- 
pear as  currency.  This  has  been  not  only  a  virtual,  but  an  actual  con- 
traction of  the  currency  to  that  large  amount. 

The  Treasury,  under  the  authority  of  Congress,  has  for  some  time, 
and  still  is,  contracting  the  currency  at  the  rate  of  four  millions 
monthly,  until  it  is  now  down  to  $380,000,000,  from  $671,000,000  in 
September,  1865,  and  from  $625,000,000  in  April,  1865,  when  hostili- 
ties ceased,  since  which  latter  date  the  South  has  been  supplied  with  a 
large  amount  of  the  existing  $380,000,000,  thus  making  a  virtual  con- 
traction to  this  latter  additional  amount,  at  least  so  far  as  the  Northern 
States  are  concerned.  The  currency  which,  previous  to  April,  1^65, 
was  required  by  the  wants  of  24,000,000  of  people,  now  is  diffused 
among  35.000,000  ;  and  it  is  a  notorious  fact  that  the  South  is  deficient 
in  a  full  supply  of  currency,  but  which  is  gradually  flowing  there,  and 
thus  still  diminishing  the  volume  of  it  at  the  North. 

Among  some  of  the  ablest  financiers  a  conviction  exists  that  the  con- 
traction of  our  circulation  to  the  extent  of  four  millions  monthly,  as 
now  authorized  by  law,  is  injudicious  and  uncalled  for ;  but  a  more 
serious  evil  is  ahead  of  us,  to  which  we  have  previously  alluded,  as  re- 
gards the  compound  rates.  As  the  eighty-two  millions  of  these  notes 
mature,  which  the  National  Banks  hold  as  part  of  their  reserve,  which 
the  great  bulk  of  them  will  do  in  the  course  of  the  present  year,  these 
banks,  as  the  law  now  stands,  have  no  other  alternative  but  to  supply 
their  place  with  greenbacks,  thus  making  this  heavy  and  violent  con- 
traction, in  addition  to  the  monthly  contraction  by  the  Treasury.  This 
is  a  subject  which  ought  to  claim  the  attention  of  Congress,  as  we  pre- 
sume no  one  will  advocate  a  further  contraction  by  the  Treasury  ;   for, 
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if  it  is  to  be  continued  at  the  rate  of  four  millions  per  month,  and  the 
banks  be  obliged  to  substitute  legal  tenders  for  the  $82,000,000  of  com- 
pound notes  they  now  hold,  it  would  make  a  contraction  of  $130,000,- 
000  in  1867,  which  neither  the  business  nor  the  finances  of  the  coun- 
try could  sustain.  The  pressure,  alarm,  and  probable  panic  that  such  a 
course  would  create,  would  be  avoided  by  allowing  the  banks  to  invest 
their  compound  notes  in  a  new  five  per  cent,  stock,  and  to  hold  such 
stock  as  a  part  of  their  reserve  fund,  limiting  it,  as  thought  advisable,  to 
not  exceeding  one-half  their  reserve,  or  to  exchange  their  present  com- 
pound notes  for  a  new  issue  at  three  or  four  per  cent,  interest,  to  hold 
as  their  reserve.  At  any  rate,  let  some  plan  be  adopted  that  will  not 
oblige  these  banks  to  withdraw  from  active  circulation  eighty-two  mil- 
lions of  greenbacks  as  a  substitute  for  that  amount  of  compound  notes 
when  these  latter  mature. 

Of  the  three  hundred  and  eighty  millions  of  legal  tenders  now  ex- 
isting, the  Treasury  itself  holds  on  an  average  from  thirty  to  forty  mil- 
lions, and  the  National  Banks  always  hold  also  a  very  large  amount, 
not  only  as  part  of  their  reserve,  but  likewise  for  their  current  daily 
business.  All  this  (which  is  actually  hoarded)  reduces  very  materially 
the  amount  that  is  in  the  hands  of  the  community  as  a  real  circulating 
medium. 

It  is  not  the  amount  of  currency  that  keeps  up  the  present  premium 
on  gold,  though  that  premium  is  comparatively  low  to  what  it  has 
been.  The  premium  on  gold  in  July,  1864,  was  285,  with  a  heavy 
circulation,  independent  of  National  «Banks,  of  more  than  $500,000,- 
000,  and  in  the  face  of  an  increase  of  that  circulation  to  $560,000,000, 
and  in  a  state  of  fierce  war,  it  declined  in  September,  1864,  to  187, 
and  in  September,  1865,  the  Treasury  had,  as  already  stated,  a  circu- 
lation, including  compound  notes,  to  the  extent  of  $671,000,000 ;  and 
yet  gold  continued  to  decline,  and  at  one  period  went  down  to  125, 
and  is  now  only  12  per  cent,  above  that  lowest  point. 

Gold  would  have  continued  to  decline  but  for  the  general  distrust 
as  to  the  adoption  of  ultra  measures  in  Congress,  and  at  this  moment 
the  recent  advance  in  it  is  solely  from,  the  dread  of  injudicious  legisla- 
tion, not  only  on  political,  but  also  on  financial  measures. 

An  actual  and  serious  attempt  at  impeachment  would  at  once  set 
gold  ."  on  the  rampage,"  and  an  assault  on  the  currency  of  National 
Banks  would  in  like  manner  have  a  most  unfortunate  effect.  If  our  do- 
mestic political  difficulties  had  not  interfered,  we  should  have  seen 
gold  steadily  decline,  so  that  the  time  for  the  resumption  of  specie 
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payments  would  have  come  within  striking  distance,  even  at  an  earlier 
date  than  suggested  in  the  Treasury  report. 

If  the  measure  of  impeachment  and  ultra  legislation  as  regards  the 
South,  war  upon  the  National  Bank  currency,  and  other  extreme  measures 
that  have  been  suggested  or  proposed,  are  to  be  acted  upon,  they  will 
most  seriously  affect  the  general  business  of  the  country,  create  gene- 
ral alarm,  produce  a  crisis,  and  throw  everything,  particularly  as  re- 
gards the  public  finances,  into  confusion.  The  national  credit  would 
be  most  seriously  damaged  at  home  and  abroad,  and  one  of  the  first 
results  would  be  a  return  of  our  stock  from  Europe  to  an  amount 
which,  with  our  heavy  importations,  would  drain  us  of  every  acces- 
sible dollar  of  gold.  If  we  had  a  debt  of  only  five  hundred,  or  even 
one  thousand  millions,  we  might  venture  to  trifle  with  and  strain  our 
credit  without  very  great  injury  ;  but  when  the  debt  is  $2,700,000,000 
it  is  a  most  dangerous  experiment,  and  the  building  which,  with 
proper,  prudent,  and  wise  legislation,  would  be  as  solid  as  a  massive 
stone  edifice,  may  prove  to  be  a  house  of  cards,  that  would  fall  into 
irretrievable  ruin. 

Our  domestic  difficulties  are  the  great  rock  ahead  of  us,  as  regards 
our  prosperity,  the  business  and  finances  of  the  country.  If  the 
present  political  excitement  could  be  calmned  down,  ultra  and  violent 
measures  abandoned,  and  the  minds  of  the  community  be  reassured  of 
a  speedy  and  peaceable  settlement  of  our  local  troubles,  we  should  see 
gold  steadily  and  surely  decline,  and  soon  approximate  to  a  rate  that 
would  render  a  resumption  of  specie  payments  a  comparatively  easy 
operation,  as  we  think  we  can  show. 

National  Banks. 

One  of  the  measures  proposed  in  Congress  is  a  forced  cancellation 
of  the  National  Bank  currency  to  the  extent  of  one  hundred  millions 
per  annum.  Before  discussing  the  policy  of  such  a  measure,  let  us  ask 
whether  it  is  not  a  most  unjust  proceeding  towards  those  banks,  not  to 
say  something  worse,  in  the  way  of  a  violation  of  pledged  faith  to 
them.  It  is  true  the  national  bank  act  reserves  to  Congress  the  right — 
no,  not  the  right,  but  the  power — to  make  changes;  but  such  a  reser- 
vation of  power  is  usual,  and  is  only  intended  to  guard  against  unfor- 
seen,  unexpected,  and  extreme  contingencies  that  may  arise,  and  never 
to  be  acted  on  in  such  a  harsh  and  uncalled  for  manner,  without- 
having,  or  pretending  to  have,  any  cause  of  complaint  against  the 
banks,  as  that  they  had  in  any  way  violated  their  charters,  or  given 
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any  cause  for  such  an  unprecedented  and  injurious  proceeding.  Dees 
any  one  suppose  that  a  single  stockholder  of  any  of  these  banks  in- 
vested  his  money  with  the  least  belief  or  expectation  that  Congress 
would  act  in  such  an  arbitrary  manner  as  thus  so  unprovokedly  to  de- 
prive them  of  one  of  the  main  sources  of  profit  that  all  banks,  since 
banks  were  first  instituted  in  this  country,  have  always  en- 
joyed ?  Congress  gave  no  special  boon  to  these  banks  in  according 
them  a  circulation — a  privilege  which,  under  their  State  charters,  was 
always  enjoyed  by  banks  in  a  much  more  unlimited  and  unrestricted 
manner.  On  the  contrary,  Congress  has  restricted  and  controlled  the 
National  Bank  circulation  in  a  manner  which,  under  former  State  char- 
ters, would  have  been  considered  unjust  and  oppressive.  They  not 
only  limit  the  amount  of  the  circulation  of  each  bank  according  to  the 
amount  of  their  respective  capitals,  but  they  oblige  each  to  deposit, 
as  security  for  their  circulation,  United  States  stock  to  an  excess  of 
ten  per  cent.  Under  State  laws,  each  bank  was  allowed  any  amount 
of  circulation  that  it  could  put  out  and  keep  afloat,  and  without  any 
special  deposit  of  securities,  except  in  one  or  two  of  the  States, 
and  even  in  these  States  this  plan  was  only  of  comparative  moderate 
date. 

We  are  not  objecting  to  the  deposit  for  the  security  of  the  circula- 
tion, but  the  contrary,  and  only  allude  to  it  as  showing  these  banks 
are  more  restricted,  and  have  not  privilege  to  the  same  extent  they  had 
under  their  State  charters,  and  that  under  the  national  system  no  very 
great  liberality  has  been  extended  to  them. 

Congress  promulgated  the  terms  under  which  these  banks  could  be 
organized,  and  these  terms  were  accepted  by  the  stockholders  in  good 
faith  and  in  full  confidence  that  they  would  be  adhered  to  by  Congress, 
as  they  themselves  intended  to  adhere  to  and  have  adhered  to  them, 
and  sufficient  penalties  were  provided  for  any  violation  of  the  terms 
by  the  banks,  even  if  only  in  form. 

Three  hundred  millions  of  dollars  have  been  thus  invested  on  the 
terms  thus  voluntarily  offered  by  Congress,  and  now  they  have  hardly 
got  organized  and  fully  under  way,  when  it  is  proposed  to  deprive 
them,  not  of  a  privilege,  but  of  a  vested  right,  which  will  render  their 
charters  valueless,  and  inflict  am  immense  loss  upon  those  who  had 
trusted  their  money  to  the  control  of  Congress  on  terms  dictated  by 
the  latter  themselves. 

A  measure  of  this  kind,  and  under  existing  circumstances,  is  well 
calculated  to  injure  public  credit  generally;  for  it  is  but  one  remove 


from  a  violation  of  public  faith  by  a  forced  reduction  'in  the  rate  of 
interest  on  the  debt,  or  other  equally  impolitic  public  measure. 

The  vitally  important  services  rendered  by  the  National  Banks  to  the 
Government  in  its  hour  of  need  ought  certainly  to  at  least  entitle 
them  to  a  just,  if  not  a  liberal,  treatment ;  and,  still  more,  to  exempt 
them  from  being  the  objects  for  the  infliction  of  such  a  severe  and 
unmerited  injury. 

Where  and  how  would  the  Government  have  been  enabled  to  pro- 
cure  the  vast  amount  of  money  it  required,  and  by  which  it  was  en- 
abled to  continue  the  gigantic  war  to  a  successful  issue,  but  for  the 
aid  of  the  National  Banks,  who,  when  the  demands  on  the  Treasury 
were  three  millions  per  day,  furnished  not  only  vast  sums  themselves 
from  their  own  means,  but,  by  their  active  exertions  and  influence,  pro- 
cured and  collected  still  larger  amounts  from  the  community  at  large, 
all  of  which  was  poured,  with  overwhelming  munificence,  into  the 
public  treasury,  and  for  which  they  are  now  threatened  with  such  an 
ungrateful  return  ? 

The  ostensible  object  of  the  proceeding,  it  would  appear,  is  to  sub- 
stitute legal  tenders  in  the  place  of  bank  notes.  But  whatever  advan- 
tage may  arise  to  the  Treasury  by  this  was  fully  discussed  at  the  time, 
and  actually  urged  as  a  reason  against  the  adoption  of  the  National 
Bank  system,  and  there  is  nothing  now  in  favor  of  it  that  did  not  the  a 
exist;  and,  after  full  discussion  and  reflection,  Congress  adopted  the 
bank  plan.  This  is  an  additional  and  very  powerful  reason  why  no 
change  should  now  be  made;  for  those  who  subsequently  organized 
the  National  Banks  were  fully  aware  that  the  whole  merits  of  the  ques- 
tion on  this  point  was  fully  understood,  and  even  the  poor  and  un- 
worthy excuse  does  not  exist  that  the  supposed  advantage  to  the 
Treasury  was  not  then  known,  and  has  only  just  been  discovered  ;  but 
it  is  proposed  that  the  innocent  stockholders  should  be  wantonly  and 
recklessly  deprived  of  what  was  freely  and  voluntarily  offered  to  them 
by  Congress,  and  without  which  not  a  single  National  Bank  could  have 
been  organized. 

Congress,  by  an  oppressive  tax,  have  destroyed  all  the  State  banks 
and  in  their  place  substituted  the  present  system  of  National  Banks, 
and  now,  without  cause  and  without  reason,  turns  suddenly  round  on. 
the  institutions  of  their  own  creation,  would  inflict  a  heavy  and  wan- 
ton injury  upon  those  who  unsuspectingly  accepted  the  terms  of  or- 
ganization that  was  offered  to  and  urged  upon  them. 

It  is  a  great  mistake  to  suppose  that  the  National  Banks  ar@  favored 
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inst'tutions;  there  is  not  a  right  or  a  privilege-  accorded  to  them  that 
thev  did  enjoy  in  a  more  free,  extended,  and  unrestricted  manner  un- 
der their  State  charters,  and  they  were  exempt  under  these  charters 
from  nearly  all  the  heavy  binding,  and  in  some  instances  injurious  re- 
strictions now  imposed  upon  them. 

The  old-established  State  banks  of  high  standing  and  credit  very 
reluctantly  surrendered  their  State  charters  and  came  in  under  the  Na- 
tional Bank  system,  and  only  did  it  under  the  pressure  of  Congres- 
sional legislation,  which,  among  other  things,  deprived  them  of  all 
their  circulation.  Congress  deprived  them  of  their  circulation  under 
their  State  charter,  but  promises  them  a  new  circulation  under  the  Na- 
tional Bank  law,  though  to  a  more  limited  extent,  and  under  certain 
restrictions ;  and  when  they  have,  with  great  hesitation,  accepted 
those  terms,  now  proposes  to  take  this  new  circulation  violently  from 
them,  without  any  action  on  the  part  of  the  banks  that  affords  the  least 
pretence  for  so  doing. 

Though  this  proposition  has  been  introduced  into  Congress,  and  un- 
fortunately appears  to  find  some  favor,  let  us  hope  that  "  sober,  second 
thoughts"  will  change  the  views  even  of  those  who  now  may  be  dis- 
posed to  favor  it,  and  that,  at  any  rate,  a  sense  of  common  justice  and 
good  faith  will  find  support  in  a  majority,  who  will  refuse  to  sanction 
such  a  proceeding. 

We  omitted,  in  our  last  article  on  National  Banks,  to  allude  to  a  very 
general  impression  that  exists,  that  these  banks  are  specially  favored 
by  drawing  interest  on  the  bonds  deposited  for  the  security  of  their 
circulation,  and  at  the  same  time  loaning  out  that  circulation,  and  thus 
receiving  double  interest. 

There  is  no  special  boon  in  this,  as  precisely  the  same  thing  existed 
under  the  safety  fund  banking  law  of  New  York,  where  the  banks  de- 
posited with  the  Bank  Bureau  of  the  State  United  States  or  New  York 
State  stock  to  secure  their  circulation,  and  then  issued  notes  to  the  full 
amount  of  such,  stock,  and  not  for  only  ninety  per  cent,  of  it,  as  with. 
the  National  Banks.  This  circulation  was  loaned  out  precisely  as  the 
National  Banks  now  do.  In  all  the  other  States  where  this  safety  fund 
system  did  not  exist,  the  banks  could  invest  any  portion  of  their  capi- 
tal in  United  States  stock  or  State  stock,  or  in  any  other  stock  that 
might  pay  a  higher  rate  of  interest,  and  still  issue  their  circulation  to 
an  unlimited  extent,  with  the  great  advantage  that  the  stocks  thus  held 
by  them  were  always  at  their  command,  and  could  be  rendered  promptly 
available  in  case  of  alarm,  panic,  or  pressure  upon  them  ;  whereas  the 
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stocks  deposited  by  the  National  Banks  are  entirely  unavailable,  and 
are  kept  in  the  Treasury  under  triple  locks,  and  the  National  Banks 
must  meet  any  pressure  and  face  all  panics  with  other  means,  which 
they  are  obliged  by  law  to  keep  on  hand  and  ready  for  any  such  emer- 
gency. So  far,  therefore,  from  the  National  Banks  having  any  special 
advantage,  or  being  granted  any  special  privilege  in  that  respect,  they 
are  much  worse  off  by  the  restrictions  imposed  upon  them  than  they 
were  under  their  State  charters. 

It  is  contended  that  if  the  three  hundred  millions  of  National  Bank 
notes  were  withdrawn,  and  legal-tenders  substituted,  the  Treasury 
would  thus  virtually  obtain  a  loan  to  that  extent,  free  of  interest,  and 
save  eighteen  millions  per  annum. 

If  this  could  be  done  legitimately,  it  would,  no  doubt,  be  a  desirable 
measure;  but  it  cannot  be  done  legitimately  or  advantageously,  nor, 
in  fact,  can  it  be  done  at  all.  It  cannot  be  done  legitimately,  for  the 
right  to  that  circulation  has  been  given  to  the  banks,  and  cannot  be 
withdrawn.  It  would  be  equally  advantageous,  and  not  a  whit  less 
legitimate,  for  Congress  to  legislate  eighteen  millions  of  private  funds 
from  the  pocket  of  any  individual  who  might  happen  to  own  and  hold 
such  an  amount.  The  advantage  of  interest  on  their  circulation  belongs 
to  the  banks  as  much  as  does  any  bank  note  that  a  citizen  may  have 
in  his  pocket-book. 

Besides,  the  banks  are  far,  very  far  from  enjoying  the  full  interest 
on  the  three  hundred  millions  circulation,  as  certainly  not  less  than  a 
fourth,  and  probably  more,  is  held  constantly  in  their  tills  to  meet  the 
daily  current  transactions  and  demands  of  their  business,  and  is  thus 
not  drawing  any  interest. 

Let  us,  however,  now  show  that  the  Treasury  really  receives  the 
lion's  share  of  what  the  banks  actually  realize. 

The  tax  paid  to  the  Treasury  by  the  National  Banks  is  between  eight 
and  nine  millions  per  annum.  These  taxes  are  paid  on  their  dividends, 
their  deposits,  their  circulation,  and  the  income  tax,  to  say  nothing  of 
their  incidental  taxes  for  postage  and  other  stamps,  &c.  Some  of  the 
large  National  Banks  pay  as  much  as  from  three  to  four  thousand  dol- 
lars per  annum  for  postages,  which  is  independent  of  the  postages  paid 
by  their  individual  correspondents;  and  the  aggregate  amount  of 
postages  paid  by  the  sixteen  hundred  National  Banks  is  probably  not 
short  of  a  million  of  dollars  annually. 

But  the  advantages  to  the  Treasury  from  these  banks  do  not  end 
here.     They  collect,  disburse,   and   transfer  an   immense  amount  of 
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revenue,  which  they  do  without  expense,  loss,  or  even  risk  to  the 
Government.  There  is  not  a  county  or  a  township  in  any  State  of  the 
Union,  even  the  most  distant  and  interior  frontier  States,  in  which  the 
services  of  these  banks  are  not. rendered,  thus  dispensing  with  the 
services  of  an  additional  army  of  revenue  officers,  and  also  saving  all 
the  heavy  expressage  for  the  transfer  of  these  collections  from  remote 
to  available  points,  and  all  the  loss  from  ignorant  or  dishonest  indi- 
vidual collectors. 

It  is  estimated  by  officials  that  these  banks,  in  the  mere  collection 
and  transfer  of  the  revenue,  have  already  saved  from  four  to  five  mil- 
lions of  dollars,  and  that  the  services  they  render  in  that  way  save  the 
Treasury  one  to  two  millions  annually. 

Here,  then,  without  alluding  to  other  items  that  might  be  mentioned, 
are  ten  to  twelve  millions  of  dollars  which  the  National  Banks  contri- 
bute to  the  public  revenue,  which  is  full  three-fourths  of  the  advantage 
they  enjoy  from  the  interest  they  actually  realize  on  their  circulation. 
It  is  now  proposed  to  withdraw  arbitrarily,  and  without  cause,  the 
principal  source  from  which  they  derive  the  ability  to  make  this  heavy 
eontribution,  and  literally  to  compel  them  to  make  bricks  without 
straw — not  simply  killing,  but  really  foully  murdering  the  goose  that 
gives  the  golden  eggs.  Deprive  these  banks  of  their  circulation  and 
the  great  bulk  of  them  would  at  once  go  into  liquidation,  for  the  stock- 
holders under  such  a  state  of  things  could  not  possibly  realize  an 
income  equal  to  the  ordinary  investments  in  real  estate  or  ordinary 
stocks. 

Another  most  important  fact  is  that  these  banks  are  the  owners  of 
more  than  one-fourth  of  the  entire  national  debt ;  for,  besides  the  three- 
hundred  millions  deposited  for  their  circulation,  and  the  very  heavy 
amount,  also,  as  security  for  public  deposits,  they  hold  in  their  own 
vaults  an  immense  amount  of  the  public  securities.  None  but  those 
who  fully  understand  and  have  studied  the  subject  can  properly  ap- 
preciate the  importance  to  the  public  credit  and  the  market  value  of 
public  securities  by  having  such  a  large  portion  of  the  debt  withheld 
from  pressing  on  the  market  and  being  kept  permanently  from  being 
offered  for  sale. 

So  important  does  the  British  Government  consider  it,  that  by  law, 
they  compelled  all  the  saving  banks  to  invest  exclusively  in  the  public 
funds,  and,  as  a  quid  pro  quo  for  doing  so,  the  Government  guarantee 
those  institutions  from  all  loss  on  these  investments  from  the  fluctua- 
tions of  the  market,  when  they  might  be  called  upon  largely  and  im- 
mediately by  their  depositors. 


Any  measure,  then,  that  would  induce  or  compel  the  National  Banks, 
or  any  considerable  number  of  them,  to  go  into  liquidation,  would 
have  a  very  disastrous  effect  upon  our  public  credit  by  the  withdrawal 
of  the  bonds  deposited  for  their  circulation  and  for  public  deposits, 
and  throw  them,  as  well  as  those  they  otherwise  hold,  upon  the  market. 

Specie  Payments. 

Past  experience  has  shown  that  a  return  to  specie  payments  from  a 
depreciated  paper  currency  has  always  been  attended  or  followed  by 
a  financial  crisis,  affecting  most  seriously  all  the  great  interests  of  the 
country.  This  was  particularly  the  case,  both  in  the  United  States 
and  Great  Britain,  in  1818-19,  and  the  general  expectation  has  beenf 
and  is,  that  we  shall  have  a  similar  result  whenever  the  time  arrives 
for  us  to  resume  payment  in  coin.  The  United  States,  however,  in 
their  financial  experience  of  the  past  five  years,  seem  to  have  set  at 
naught  some  of  the  most  accepted  theories  of  political  economy  as 
regards  finance  and  currency.  The  man  who,  in  1861,  would  have 
predicted  that  we  would,  within  ourselves,  and  from  the  resources  of 
only  about  two-thirds  of  the  States,  have  raised,  by  loans  and  taxes, 
and  expended  more  than  four  thousand  millions  of  dollars  for  warlike 
purposes,  and  sustain  our  national  credit,  and  not  even  derange 
seriously  the  general  business  and  finances  of  the  country,  would  have 
been  considered  as  a  wild  visionary. 

1  he  governments  and  the  capitalists  of  Europe  took  it  for  granted 
that' we  should  be  on  our  knee©  to  them  for  financial  aid,  and  gave  us 
to  understand  in  advance,  and  in  unmistakeable  terms,  that  it  would 
be  utterly  useless  for  us  to  make  such  an  application,  and  sniggered 
in  their  sleeves  with  great  satisfaction  at  the  hopelessness  of  our 
financial  ability  to  prosecute  a  war  the  equal  of  which  in  its  magni- 
tude the  world  never  before  witnessed ;  and  they  stood  astonished,  if 
not  aghast,  at  the  magnitude  of  our  resources,  and  the  facility  with 
which  they  were  produced  and  managed. 

In  view  of  our  immense  wants,  it  is  almost  amusing  at  this  time  to 
reflect,  even  if  a  willingness  had  existed  in  Europe  to  aid  us,  what  a 
mere  modicum  they  could  have  furnished  towards  our  immense  an- 
nual budget. 

A  loan,  and  especially  a  foreign  one,  of  £10,000,000  sterling,  brought 
out  in  London,  sets  the  exchange  in  a  ferment,  and  it  was  considered 
a  great  feat  when  the  Confederate  cotton  loan  of  £3,000,000  was  car- 
ried  by  the  united  exertions  of  British  and  Continental  capitalists;  and 
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no  one  loan  exceeding  £25,000,000  sterling  has  ever  been  negotiated 
in  Europe,  whilst  our  Government  successfully  negotiated  one  of  their 
loans  for  §500,000,000,  (£100,000,000  sterling,)  and  realized  the  whole 
of  it  in  cash  within  ninety  days. 

Another  remarkable  fact  in  our  finances  is,  that  we  saw  gold  decline, 
in  a  very  short  period,  from  290  to  125,  without  making  hardly  a  rip- 
ple on  the  surface ;  and  the  question  may  well  be  asked,  whether  the 
last  25  per  cent,  of  premium,  by  the  continuation  of  the  decline,  could 
not  have  also  disappeared  without  any  very  serious  result  on  the  busi- 
ness and  finances  of  the  country  ? 

There  are  several  causes  favorable  to  a  resumption  of  specie  pay- 
ments in  the  United  States,  which  have  nev^r  previously  existed,  and 
which  will  probably  enable  us  to  exhibit  to  the  world,  for  the  first 
time  in  the  history  of  any  nation,  a  resumption  without  a  pressure  or 
a  crisis  of  any  great  severity. 

One  of  these  causes  is  the  large  amount  of  gold  that  is  in  the  country 
as  a  basis  for  resumption.  We  do  not  at  all  agree  with  the  Secretary 
in  supposing  that  the  amount  of  coin  in  the  country  is  probably  not 
larger  than  previous  to  the  supply  from  California.  The  Treasury 
and  the  New  York  banks  have  at  this  time  nearly  one  hundred  mil- 
lions of  gold  on  hand,  which,  of  itself,  is  probably  fully  double  or 
more  than  the  whole  quantity  of  gold  that  ever  was  in  the  United 
States  at  one  time  previous  to  1848,  and  ihere  is  certainly  a  much 
larger  additional  amount  held  and  hoarded  throughout  the  country  by 
banks  and  individuals,  all  of  which  would  appear  on  the  resumption 
of  specie  payments,  and  at  once  enter  into  the  business  of  the  country 
or  accumulate  in  the  vaults  of  banks  and  bankers. 

Our  silver  coin  has  not  been  an  article  of  export,  and  remains  un- 
diminished in  the  country,  and,  indeed,  increased' by  the  production 
of  our  mines. 

Another  favorable  cause  is  the  large  domestic  production  of  gold 
and  silver,  which  is  estimated  at  from  ninety  to  one  hundred  millions 
per  annum,  which  would  be  either  added  to  our  present  stock  or  serve 
to  meet  any  balance  of  foreign  trade  that  might  exist  against  us,  thus 
avoiding  any  drain  upon  our  existing  supply. 

The  nature  of  our  present  paper  currency  is  another  very  favorable 
cause  towards  resumption. 

The  first  twenty  to  thirty  days  after  resumption  embraces  the  crisis, 
and  it  is  within  that  period  that  the  attempt  is  either  a  success  or  a 
failure,  for  confidence,  if  established  at  all,  is  established  in  that  time, 
and  everything,  as  regards  a  demand  for  specie,  then  works  smoothly. 
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Under  the  old  State  bank  system  three-fourths  or  more  of  the  cir- 
culation of  each  bank  was  in  the  immediate  vicinity  of  the  place  of 
issue,  and  within  striking  distance.  A  demand  for  specie  in  case  of 
any  alarm  or  distrust  as  to  the  ability  of  a  bank,  or  a  set  of  banks,  in 
a  large  city,  to  maintain  their  position,  would,  in  case  of  such  mis- 
trust, be  poured  in  on  the  bank  almost  .en  masse,  and  strain  them  to 
meet  the  specie  demand;  and,  unfortunately,  might  over-strain  them 
beyond  their  means. 

Nov/  it  is  ygtj  different,  for  it  is  hardly  possible  for  the  currency 
of  the  National  Banks  to  be  more  completely  intermixed  and  scat- 
tered over  the  whole  surface  of  the  land,  and  removed  at  a  far  distance 
from  the  point  of  issue,  and  probably  not  a  tithe  of  the  issue  of  any 
bank  would  be  accessible  for  an  immediate  demand  for  redemption. 

The  same  is  the  case  with  the  Treasury  notes,  which  are  scattered 
far  and  wide,  and  whose  points  of  redemption  for  specie  would  be  only 
at  the  Treasury  in  Washington,  and  the  Sub-fcre usuries  at  Philadel- 
phia, New  York,  Boston,  and  gt.  Louis,  while  the  great  bulk  of  these 
legal  tenders  would  be  hundreds  of  miles  from  those  points.  This 
dispersion  of  the  currency  would  be  an  important  fact  when  resump- 
tion is  made,  in  case  of  any  latent  mistrust  in  the  public  mind  that 
specie  payments  might  possibly  not  be  maintained,  as  it  would  afford 
time  for  establishing  confidence,  and  allowing  the  routine  of  such 
payments  to  get  into  full  operation.  But  if  the  attempt  is  properly 
made,  with  suitable  preliminary  measures,  such  mistrust  will  not 
exist,  and  there  will  be  no  need  of  such  delay  for  the  notes  to  concen- 
trate from  different  points  and  flow  to  the  points  of  redemption,, 
merely  to  obtain  specie,  nor  would  they  do  so.  The  knowledge  that 
the  Government  had  one  hundred  millions  of  gold,  (and  they  can 
readily  have  that  amount,)  or  more,  at  their  sub-treasuries,  for  the 
redemption  of  greenbacks,  and  that  they  were  redeemable  and  re- 
deemed in  specie,  would  at  once  make  them  available  for  the  full 
specie  value  all  over  the  Union,  and  they  would  be  retained  wherever 
they  might  be,  and  freely  circulate  as  specie,  only  accumulating  as 
they  now  do,  first  at  one  point  and  then  at  another,  as  the  course  and 
wants  of  trade  might  require. 

We  have  alluded  to  the  demand  for  the  resumption  of  National 
Bank  notes  ;  but  it  will  be  recollected  that  these  notes  are  redeemable 
in  legal  tenders,  and  it  would  not  be  at  all  necessary  for  the  banks  to 
provide  any  specie  for  the  purpose.  This  is  another  favorable  item, 
for  the  resumption  of  specie  payments  is  to  be  made  only  on  the  cir- 
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dilation  of  the  Treasury,  and  the  whole  matter  would  be  in  the  control 
of  the  Treasury,  without  depending  in  any  way  on  the  banks.  The 
Treasury  is  only  to  look  to  its  own  ability  to  maintain  specie  pay- 
ments, and  the  banks  have  only  to  guard  themselves  by  having  on 
hand  a  sufficient  amount  of  greenbacks  to  meet  any  demand  on  them, 
and  if  any  of  them  go  under,  it  will  not  be  from  the  want  uf  a  supply 
of  specie,  but  of  Government  paper.  This,  again,  is  a  very  favorable 
circumstance  as  to  the  ability  of  the  Treasury  to  maintain  specie  pay- 
ments, for  of  the  four  hundred  millions  of  Treasury  notes,  (including 
fractional  currency,)  the  banks  must  provide  themselves  with  a  hun- 
dred and  fifty  millions  of  it  to  meet  all  probable  demands  on  them, 
leaving  but  iwo  hundred  and  fifty  millions  in  the  hands  of  the  com- 
munity as  the  real  outstanding  Government  currency. 

The  general  confidence  now  given  to  National  Bank  notes  all  over 
the  country,  and  at  points  distant  a  thousand  miles  or  more  from  the 
issuing  bank,  arises  from  the  knowledge  that  full  security  for  each 
note  is  deposited  in  the  Treasury  ;  and  though  several  of  these  banks 
have  failed,  the  knowledge  of  the  security  keeps  the  notes  of  those 
banks  in  circulation  on  a  full  footing  of  equality  with  greenbacks. 
So,  in  case  of  resumption  of  specie  payments,  the  same  cause  will 
give  an  equal  confidence  to  these  notes  for  the  full  specie  value  of 
their  face,  as  it  would  be  fully  understood  that  if  any  bank  refused  to 
redeem  their  notes  in  specie,  or,  what  would  be  the  same  thing,  in 
specie-bearing  notes,  as  these  latter  would  then  be,  the  security  depo- 
sited in  the  Treasury  would  be  realized  for  the  purpose  of  paying 
them  in  specie  or  its  equivalent  when  demanded ;  though  it  is  proba- 
ble no  special  demand  would'  be  made  by  holders  of  the  notes  of  such 
defaulting  banks,  but  that  they  would  continue  to  circulate  as  specie 
notes,  just  as  the  notes  of  those  two  or  three  banks  that  have  failed 
now  do,  and  would  only  be  redeemed  and  cancelled  as  they  came  into 
the  possession  of  the  Treasury  in  the  ordinary  receipts  for  taxes. 

Where  general  confidence  prevails  it  does  not  require  a  large  specie 
basis  to  maintain  a  paper  circulation.  Previous  to  1857,  the  banks  of 
New  York  had  only  about  $10,000,000  as  a  basis  for  their  large  circu- 
lation and  still  larger  deposits,  for,  on  a  question  of  specie  demand, 
deposits  and  circulation  are  one  and  the  same  thing,  each  being  equally 
demandable  in  coin. 

Though  the  premium  on  gold  is  now  so  much  less  than  formerly,  it 
would  not  be  prudent  to  make  an  attempt  at  resumption  whilst  gold 
rules  at  30  or  40  per  cent,  premium ;  but  whenever  circumstances  will 
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allow  Congress  to  fix  a  period  for  resumption,  let  the  Treasury  and 
the  National  Banks  make  their  respective  arrangements  for  carrying 
out  the  plan  at  the  time,  and  work  up  to  it,  with  a  view  to  the  gradual 
decline  in  gold  which  would  inevitably  follow. 

The  great,  if  not  the  only  obstacle  to  a  resumption  of  specie  pay- 
ments at  an  early  date,  even  earlier  than  the  one  suggested  by  the 
Treasury,  is  our  political  troubles,  which  are  now  pressing  like  an 
incubus  upon  all  the  great  interests  of  the  country,  and  the  cry  of 
alarm  and  general  derangement  in  rapidly  rising.  Capital  is  always 
timid,  and  a  general  and  deep  feeling  of  mistrust  exists  as  to  the 
future,  and  the  early  future,  under  the  radical  and  unconstitutional 
measures  proposed  aud  apparently  favored  in  Congress ;  and  unless  a 
speedy  change  takes  place  and  the  present  course  of  the  majority  is 
persevered  in,  a  state  of  things  will  soon  exist  that  will  make  the 
boldest  and  most  reckless  pause.  In  the  present  state  of  our  domestic 
troubles,  specie  payment  is  an  event  not  even  to  be  thought  of;  and 
any  attempt  of  the  kind  would  be  a  miserable  failure,  that  would  post- 
pone it  for  an  indefinite  time;  but  so  soon  as  these  troubles  are  adjust- 
ed, everything  would  be  smooth  and  prosperous — gold  would  at  once 
take  a  downward  tendency,  and  a  period  for  resumption  once  fixed,  it 
would  continue  steadily  to  decline,  and  it  might  well  happen  that 
resumption  would  take  place,  as  it  were,  of  itself,  even  before  the 
appointed  period,  and  the  nation  wake  up  on  some  bright  morning 
and  find  that  Treasury  notes  and  gold  were  of  equal  value. 

When  these  difficulties  be  once  settled,  then  the  mere  fact  thaf  a 
period  was  fixed  for  resumption  would  of  itself  cause  a  decline  in 
gold,  and  defy  all  spe  '.ulation  for  a  rise,  but,  on  the  contrary,  all 
holders  of  it,  in  the  desire  to  realize,  would  hasten  the  fall. 

Conclusion. 

We  have  already  discussed  the  injustice  and  the  violation  of  public 
faith  of  the  proposition  before  Congress  for  depriving  the  National 
Banks  of  their  circulation,  and  substituting  Treasury  notes,  and  have 
shown  that  these  banks  pay  into  the  Treasury,  in  the  way  of  direct 
taxes  or  otherwise,  two-thirds  or  three-fourths  of  the  amount,  or  more, 
of  the  interest  they  may  gain  by  their  circulation;  and  have  asserted 
that  such  a  proceeding,  besides  its  illegality,  would  tend  to  delay  the 
resumption  of  specie  payments.  Whenever  specie  payments  are  re- 
sumed, we  have  already  stated  that  the  resumption  would  only  be  made 
upon,  the  paper  circulation  of  the  Treasury,  as  bank  circulation  was  re- 
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deemable  in  the  Treasury  legal  tenders,  and  they  need  not,  therefore, 
provide  any  spe.-ie  basis  for  their  notes,  but  only  a  suitable  supply  of 
Treasury  notes  ;  that  this  needful  supply  for  these  banks  would  be  not 
less  than  $150,000,000  of  Treasury  notes,  leaving  only  $250,000,000 
afloat  in  the;  hands  of  the  community,  for  which  a  specie  basis  would 
be  required.  Let  us  now,  however,  suppose  that  the  ill-advised  measure 
proposed  by  Mr.  Randall  in  the  House  should  be  adopted,  and  the  three 
hundred  millions  of  bank  notes  be  called  in  and  cancelled,  and  their 
place  supplied  by  Treasury  notes,  making  the  aggregate  of  the  latter 
seven  hundred  millions  ;  then,  whenever  specie  payments  are  resumed, 
there  must  be  provided  by  the  Treasury  an  amount  of  gold  sufficient 
for  a  I  asis  to  meet  a  specie  demand  on  seven  hundred  mdlions  of  paper, 
instead  of  two  hundred  and  fifty  millions.  If  the  Treasury  provides 
(which  it  can  do)  one  hundred  millions  of  coin  as  a  basis  for  their  two 
hundred  and  fifty  millions  of  paper,  it  would  be  equal  to  forty  per  cent., 
and  the  same  per  centage  on  seven  hundred  millions  would  be  two  hun- 
dred and  eighty  m  llions— -an  amount  in  coin  that  it  would  be  perfectly 
impossible  for  the  Treasury  to  procure  or  hold.  No  surplus  revenue 
it  ever  could  have  on  hand  would  enable  the  Secretary  to  do  it,  or  even 
two  hundred  millions,  not  less  than  which  ought  to  be  ready  and  on 
hand  to  sustain  the  attempt  at  a  resumption  on  seven  hundred  millions 
of  paper,  all  of  which,  be  it  recollected,  would  be  afloat  in  the  hands 
of  the  community,  and  demandable  in  specie  ;  for  the  National  Banks, 
having  no  circulation  of  their  own,  would  not  be  obliged  to  provide 
themselves  with  the  one  hundred  and  fifty  millions  of  Treasury  notes, 
which  would  thus  be  withdrawn  from  actual  circulation,  as  they  now 
would  have  to  do,  on  a  resumption,  to  meet  the  demands  on  their  cir- 
culation and  deposits. 

In  specie-paying  times  a  bank  is  considered  as  being  in  position  with 
a  specie  basis  of  twenty-five  per  cent,  on  their  circulation  and  deposits  ; 
and,  even  at  that  per  centage,  the  Treasury  ought  to  have  one  hundred 
and  seventy-five  millions  of  coin,  on  a  circulation  of  seven  hundrel 
millions,  even  after  resumption,  and  certainly  not  less  to  meet  the  proba- 
ble  extra  demand  at  the  time  of  resumption.  A  less  amount  might 
answer  after  specie  payment  were  fully  resumed,  confidence  established, 
and  all  the  shoals  and  quicksands  passed  that  would  probably  attend  the 
initiation  of  a  resumption.  Adopt  the  proposed  measure,  and  once  get 
out  the  entire  paper  circulation  of  the  country  in  Go\  eminent  paper, 
and  the  question  of  a  return  to  coin  payments  may  be  referred  to  our 
children,  if  not  to  our  grandchildren. 
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Another  proposition  which  is  made  by  the  Secretary  of  the  Treas- 
ury is  to  make  the  notes  of  all  the  National  Banks  redeemable  at  New 
York.  The  proposition  would  be  a  good  and  advisable  one  if  these 
banks  had  the  power  of  unlimited  issue  on  their  own  responsibility, 
and  no  stocks  deposited  for  the  security  of  their  notes.  But  we  see  no 
possible  good  from  such  a  measure  under  existing  circumstances,  but 
the  contrary.  The  notes  of  these  banks  are  the  most  uniform  currency 
that  any  nation  ever  possessed.  There  is  not  the  slightest  discount  on 
them  in  any  part  of  the  Union,  as, compared  with  the  legal  tenders, 
and  they  freely  circulate  and  are  freely  received  in  all  transactions  in 
finance  or  commerce.  Making  them  redeemable  at  a  particular  point 
would  not  add  to  their  value  or  to  the  general  freedom  and  confidence 
with  which  they  are  received,  including  all  clues  to  the  Government, 
except  customs.  A  much  better  measure  would  be  to  make  them  a 
legal-tender  for  all  transactions  between  other  parties,  but,  of  course,  not 
a  legal-tender  by  the  banks  themselves ;  but,  on  the  contrary,  make 
each  bank  redeem  its  own  circulation,  as  they  now  do,  in  Treasury  notes 
or  in  specie,  when  specie  payments  are  resumed.  This  could  safely  be 
done,  seeing  that  gold  stocks  in  an  excess  of  ten  per  cent,  are  de- 
posited for  the  security  of  said  notes. 

We  have  previously  alluded  to  the  great  advantage,  whenever  specie 
payments  are  resumed,  in  the  fact  that  the  paper  currency,  both  of  the 
banks  and  the  Treasury,  is  so  diffused  over  the  whole  face  of  the 
country  that  but  a  comparatively  small  portion  of  it  would  be  acces- 
sible to  a  demand  for  specie  until  at  least  confidence  was  established 
in  the  permanency  of  such  resumption,  and  then  such  demand  would 
not  be  made  at  all  merely  to  obtain  specie,  but  only  for  the  ordinary 
transactions  of  the  day.  But  all  this  advantage  is  at  once  lost,  and  a 
great  disadvantage  and  risk  assumed,  by  thus  making  every  bank 
note  of  the  whole  one  thousand  six  hundred  banks  redeemable  in  coin 
at  one  and  the  same  point,  beside  being  also  redeemable  at  the  coun- 
ters of  all  the  banks  respectively.  It  would  most  unjustly  impose  on 
the  banks  the  necessity  of  making  a  double  provision  for  the  re- 
demption of  their  notes — one  at  New  York  and  one  at  their  own 
counters. 

This  would  be  particularly  objectionable,  as  well  as  very  onerous 
on  the  banks  at  the  crisis  of  a  resumption,  as  it  would  oblige  them  to 
be  fully  provided  at  two  points — New  York  and  their  own  counters — 
to  meet  at  each  the  full  amount  of  their  circulation,  it  being  impossi- 
ble to  say  what  the  amount  would  be  that  might  be  presented  at  either, 
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and  therefore  they  must  be  provided  for  any  contingency  at  both.  It 
would  be  a  most  unnecessary  and  unjust  duty  imposed  upon  them,  and 
could  only  result  in  great  advantage  to  the  New  York  banks,  by  keep- 
ing heavy  and  unfruitful  balances  belonging  to  the  National  Banks  in 
the  hands  of  the  New  York  banks,  for  the  exclusive  advantage  of  the 
latter.  New  York  is  already  the  great  maelstrom  of  the  country,  that 
brings  within  its  whirling  vortex  so  much  of  the  available  means  of 
the  country,  and  there  is  no  reason  why  they  should  be  allowed  to  add 
this  additional  and  heavy  contribution  upon  the  other  sections  of  the 
Union. 

We  could  say  much  more  on  the  vitally  important  subject  of  the 
debt,  the  currency,  and  specie  payments ;  we  could  hardly  have  said 
less ;  and,  in  conclusion,  we  will  only  recapitulate  the  following  ex- 
isting points  as  regards  the  present  position  of  national  affairs  con- 
nected with  the  above  subjects  : 

1st.  That  the  present  generation  ought  to  be  exempt  from  redeem- 
ing, unless  to  a  very  moderate  extent,  any  portion  of  the  principal  of 
the  public  debt,  but  beginning  with  a  reasonable  reduction,  to  let  the 
amount  be  increased  year  after  year  as  the  population  and  resources 
of  the  country  increase,  and  are  thus  better  able  to  bear  it,  and  par- 
ticularly until  after  the  South  may  have  had  an  opportunity  to  re- 
cuperate from  its  present  depressed  condition,  and  thus  be  able  to 
bear  a  larger  proportion  of  such  reduction  than  they  possibly  can  do 
now. 

2d.  That  the  rate  of  interest  on  the  debt  should  be  reduced  to  five 
per  cent,  by  new  loans  at  that  rate,  which  can  be  negotiated  at  par, 
and  the  proceeds  applied  to  redeeming  the  compound  interest  notes  at 
par  and  interest,  and  then  the  7.30's,  which  latter  can  be  procured  at 
a  small  premium  in  the  market ;  and  that  further  conversions  of  the 
compound  interest  notes  into  six  per  cent,  gold  bonds  be  suspended, 
and  also  of  the  7.80's,  at  any  rate  until  they  mature  and  the  holders 
think  proper  to  avail  of  that  privilege. 

3d.  That  the  present  system  of  internal  taxation  and  customs  be  so 
modified,  reduced,  or  repealed  as  to  relieve  the  industry  and  great  in- 
terests of  the  country  from  the  heavy  pressure  which  now  is  bearing 
with  such  fearful  violence  on  the  general  prosperity,  resulting  in 
raising  a  large  surplus  revenue,  which  can  only  be  applied  to  a  rapid 
and  injudicious  reduction  of  the  debt. 

4th.  That  no  more  revenue  should  be  levied  and  collected  than  is 
absolutely  necessary  to  meet  the  current  demands  for  the  maintenance 
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of  the  Government,  the  interest  on  the  public  debt,  and  a  moderate 
reduction  of  the  principal;  that  a  strict  economy  should  be  observed 
in  all  the  public  appropriation  an  1  expenditures  ;  and  that  no  gratuities, 
donations,  or  payments  of  any  kind  should  be  made  for  which  no  legal 
demand  exists  on  the  Government,  either  in  the  way  of  bounties,  rail- 
roads, or  otherwise. 

5&h.  That  any  attempt  to  increase  the  paper  circulation  of  the  Trea- 
sury would  be  unwise  and  unnecessary,  and  would  be  most  unjust,  by 
making  that  increase  depend  on  a  forcible  withdrawal  of  the  circulation 
of  the  National  Banks,  alike  injurious  to  the  interests  of  those  Banks 
and  the  general  interests  of  the  country,,  and  as  a  measure  that  would 
inevitably  retard  for  an  indefinite  period  the  resumption  of  specie 
payments. 

6th.  That  the  present  situation  of  the  country,  its  future  peace  and 
prosperity,  and  all  the  great  interests  of  the  people,  render  it  an  im- 
perative necessity  that  our  political  difficulties  and  troubles  should  be 
speedily  and  permanently  adjusted,  and  all  ultra  or  unconstitutional 
measures  adopted  or  proposed  should  be  abandoned — without  which 
it  will  be  in  vain  to  look  for  or  expect  any  stability  to  our  finances, 
or  such  a  general  confidence  as  will  place  our  national- credit  on  a  firm 
or  at  a  high  standard.  This  question  is  now  pressing  with  great 
injury  on  all  the  interests  of  the  nation,  and  will  continue  to  do  so 
with  increased  violence  until  the  proper  remedy  is  applied. 

7th.  That  no  further  contraction  of  the  present  currency  is  now 
necessary  ;  and  if  our  domestic  difficulties  were  settled,  a  resumption 
of  specie  payments  would  soon  be  practicable,  but  is  perfectly  impossi- 
ble under  the  existing  state  of  things. 

In  the  present  series  of  remarks  we  have  endeavored  to  sustain  the 
above  views,  and-  only  regret  that  it  has  not  been  done  by  a  more 
able  pen. 
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